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3. R&D and Related Activities that Reduce Lead Times and
the Uncertainty Associated with Alternative Sources of Energy and
Conservation.

The tremendous amount of uncertainty about future oil prices compli-
cates decisionmaking in the energy area. Planning is particularly
difficult because of the long lead times associated with developing,
siting, and constructing many energy-producing and energy-using
technologies.

There are three kinds of governmental activities that are appropriate
for dealing with this uncertainty:

-Purchasing or producing and disseminating information   through

R&D, exploration, improved forecasting, marketing and   public

information programs to stimulate the market place to   adopt
energy efficient technologies and practices.

-Undertaking investments or changing regulations to lower the cost
of adjusting to higher world oil prices by reducing lead times

-Establishing stable, long-run government plans for energy
and environmental policies or regulations and incentives,
and thereby reduce uncertainty over future government policies.

It is difficult for any firm to capture all the benefits of R&D.
The patent system provides some protection, but other firms can
use the new ideas, hire people that have developed specialized
knowledge, and capture some of the benefits for themselves. This
process may lead to underinvestment in R&D because firms do not
capture all the benefits that accrue to the nation. The problem
may be more serious in energy than in other sectors of the economy
because there are additional benefits to the nation from R&D that will
eventually lead to reductions 1n imports in the future. Firms will
not take these additional benefits into account when making R&D
investment decisions unless the government makes credible guarantees
of subsidies above the world oil price for import reductions 1n the
future. In a similar manner, firms may not have sufficient incentives
to develop low-pollution technologies that may have a high payoff to
the nation as pollution becomes an increasingly serious problem.

A government role in resource identification, and supply-and-demand
forecasting is justified.since these types of information can be used
to evaluate the costs and benefits of various options. This informa-
tion thus provides a basis for planning in both the public and private
sectors. For example, uranium supply forecasts and electricity
demand forecasts should continue to be major inputs into decisions
about the fast breeder reactor.
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